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CORPORATE PROFILE : TransAlta Utilities Corporation owns and operates electricity generation and transmission assets 
in the province of Alberta, Canada. TransAlta Utilities owns net generating capacity of approximately 4,500 megawatts from 
three coal-fired power plants (plus 50 per cent ownership in a fourth) and 13 hydroelectric generating plants. TransAlta Utilities owns 
11,600 kilometres of transmission lines and 260 substations in Alberta. The corporation’s transmission assets represent 

more than half of the Alberta transmission system. The corporation operates five of Canada’s top 10 best-operated generating units, 
and ranks as a top-quartile performer in operating low-cost, reliable and efficient transmission facilities. TransAlta Utilities, 


a wholly-owned subsidiary of TransAlta Corporation, has operated in Alberta since 1911. 
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OVERVIEW 

This review of TransAlta Utilities' 2000 financial results is organized by consolidated results and by business segments. The 

corporation has two business segments: Generation and Transmission supported by a corporate group. The business 
segments assume responsibility for their operating results measured as earnings before interest and taxes (EBIT). Corporate 
overheads are allocated to the business segments based upon a combination of utilization rates and net revenues. The 

following analysis is based on TransAlta Utilities’ consolidated financial statements, with references to the notes to the 


financial statements. All tabular amounts in the following discussion are in millions unless otherwise noted. 


SUMMARY OF RESULTS 

For the year ended Dec. 31, 2000, TransAlta Utilities reported a net loss of $56.9 million applicable to common shares 
($0.35 loss per share) compared to net earnings of $87.1 million (60.51 earnings per share - EPS) in 1999. Higher earnings 
from continuing operations applicable to common shares of $76.5 million or $0.48 EPS (1999 - $65.3 million; $0.38 EPS) 
combined with increased earnings from the discontinued Distribution and Retail (D&R) operation were more than offset by 
an extraordinary loss of $209.7 million arising from a change in accounting policy as a result of the deregulation of the 


Generation operations. 


Cash flow to operating activities was $37.7 million ($0.23 per share) in 2000 compared to cash flow from operating activities 
of $293.4 million ($1.73 per share) in 1999. Higher earnings before non-cash items in 2000 were more than offset by 
increased investment in working capital. Higher working capital resulted primarily from income tax recoveries related to the 
D&R sale and increased deferred accounts receivable from the discontinued D&R operation caused by significantly higher 
market electricity prices. When the price at which TransAlta purchased electricity for distribution in Alberta exceeded those 
allowed by the regulator, the corporation was obligated to defer collection of the difference. The related proceeds from the 
disposal of these deferred accounts receivable, totalling $164.3 million upon disposition of the business, were classified 
as cash provided by investing activities. After adjusting for these deferred accounts receivable and income tax recoveries 


related to the D&R sale, cash flow from operations for the year ended Dec. 31, 2000 was $226.6 million. 
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CONSOLIDATED SUMMARIZED STATEMENTS OF EARNINGS 


(in millions except earnings per share - EPS) 2000 
Beare en oe ee ; CS 
Breer fia ee te RR a, 
Generation 197 
Transmission 70 
be ae 
Net interest expense, preferred securities and other (117) 
Income taxes (73) 
Continuing earnings to common 77 
Discontinued operation 76 
Extraordinary Item (210) 
Net earnings (loss) applicable to common ae ‘$s (57) 
Basic EPS 
Earnings from continuing operations $ 0.48 
Earnings from discontinued operations 0.45 
Earnings from operations 0.93 
Extraordinary item (1.28) 
Net earnings (loss) to common $ (0.35) 


AEE) 


2 


184 


84 


See 


(119) 


(84) 


65 
29 


Explanation 


Receipt of $44 of regulatory decisions 
in 2000 related to 1999 offset by 
Wabamun plant outage 


Lower engineering, procurement and 
construction revenue combined with 
higher operating, maintenance and 
administrative expenses partially 

offset by lower allocated corporate 

overheads 


Financing of maturities of debentures 
and redemption of preferred shares 
with lower rate short-term debt and 
preferred securities 


Lower pre-tax earnings and reduced 
effective tax rates 


Income of $43 arising in conjunction 
with the sale of D&R primarily related 
to income tax recoveries offset by 
unbilled accounts receivable write- 

off and other provisions. Remaining 
increase due to higher distribution 
volumes and increased sales to higher 
rate customers in 2000 


Recognition of previously unrecorded 
future income taxes and write-down 
of capital assets related to Alberta 
generation due to change in accounting 
policy as a result of deregulation 
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SIGNIFICANT ONE-TIME ITEMS 


The consolidated financial results include the following significant one-time items: 


A: Prior Period Regulatory Decisions 

On Feb. 1, 2000, the Alberta Energy and Utilities Board (EUB) announced an amendment to its Phase | decision (the 1999 

Final Decision) concerning the 1999 generation deferral account calculations that partially offsets the effect of its decision 
received in November 1999. The positive impact of the 1999 Final Decision increased allowable 1999 rates by $30.6 million 


and net earnings by approximately $18 million, and was recorded in the first quarter of 2000. 


In September 2000, the corporation negotiated a settlement under the Temporary Suspension Regulation (TSR) to compensate 
the corporation for obligation payments incurred as a result of Alberta generation production outages occurring in 1999 and 


2000. Approximately $13.5 million ($7.4 million after-tax) of this settlement related to 1999 outages. 


B: Sale of discontinued Distribution & Retail (D&R) operation to a related party 
On Dec. 31, 1999, the corporation adopted plans to pursue divestiture opportunities relating to its D&R operation. On 
Aug. 31, 2000, the corporation sold its D&R operation with a net book value of $621.0 million to its sister company, 
TransAlta Energy Corporation (TEC), in exchange for redeemable preferred shares of TEC with a face value of $855.1 million. 
The preferred shares were redeemed on Sept. 29, 2000. As the sale of the D&R operation from the corporation to TEC 
constituted a related party transaction, no gain on disposal was recorded. Instead, the $234.1 million excess of the 
proceeds received from TEC over the net book value of the D&R operation was recorded as contributed surplus. On Sept. 
29, 2000, pursuant to a board of directors’ resolution and in order to rebalance the corporation's capital structure, 
$234.1 million of contributed surplus was reclassified to retained earnings. The corporation then declared a dividend to its 
parent, TransAlta Corporation, of $254.9 million and repurchased 23.8 million of its common shares from TransAlta 


Corporation for $210.0 million, with the balance of the proceeds used to repay debt. 


C: Extraordinary Item 

On Dec. 31, 2000, the corporation discontinued regulatory accounting and commenced the application of generally accepted 
accounting principles for non-regulated businesses for its Generation operations, following final confirmation of deregulation 
of the electricity generation industry in Alberta beginning on Jan. 1, 2001. As a result of the discontinuance of regulatory 

accounting, the corporation recorded an extraordinary non-cash after tax charge of $209.7 million. Of this amount, 

$189.9 million results from the recognition of future income tax liabilities that the corporation was previously exempted 


from recording due to the regulatory environment. 


In 1993, the Government of Alberta began a process to deregulate aspects of the Alberta electricity industry. Under this 
process, long-term power purchase arrangements (PPAs) were developed for existing regulated electricity generation. These 
PPAs were then to be auctioned to the public in 2000. Under the PPAs, which commence Jan. 1, 2001, owners of the 
generating plants receive capacity payments as well as compensation for variable costs of producing electricity. The PPAs 
also provide for incentives for exceeding specific plant availability targets. Owners are penalized, however, if the specific 
plant availability targets are not met and therefore full recovery of their costs is not assured in the future. In December 1999, 
the EUB approved the PPAs. Uncertainty as to the commencement of deregulation continued as a result of the requirement of 
Government of Alberta acceptance of the results of the PPA auctions. In August and December 2000, the results of the 


auctions of PPAs were accepted by the Government of Alberta, thereby removing this uncertainty. 
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D: New accounting standards 

In 2000, the corporation retroactively applied the new accounting standard for future income taxes. The new standards require 
the use of the liability method of accounting for income taxes, except for rate-regulated operations. Accordingly, the change 
in accounting policy had no impact on the corporation until the discontinuance of regulatory accounting for its Generation 


Operations on Dec. 31, 2000 as described previously. 


SEGMENTED BUSINESS RESULTS 


Generation 

Revenue EBIT 
Year ended 1999 SOOO :S Sy alsts}©) 
1999 deferral accounts recovered in 2000 30.6 30.6 
TSR settlement related to 1999 outages SSO) AL S}.S) 
Wabamum unit shutdown ; (18.0) (18.0) 
Discount on deferral accounts receivable due to delayed receipt (9.2) (9.2) 
Higher fuel, maintenance, depreciation and other (13.2) (3.4) 
Year ended 2000 $ 560.0 $ 197.4 


RESULTS : The 2000 results for Generation include the impact of prior period regulatory decisions as described previously. 
The 1999 Final Decision recorded in the first quarter of 2000 increased Generation's EBIT by $30.6 million. The TSR receipt 
of $17.8 million related to outages in 1999 and 2000, and was received and recorded in September 2000. Of the total 
TSR received, $13.5 million related to 1999 outages. 


After adjusting for the impact of these regulatory decisions, Generation's EBIT decreased to $153.3 million from $183.9 
million, mainly due to the impact of the shutdown of one Wabamum unit, the recognition of discounts on the delayed receipt 
of deferral accounts receivable and lower hydro production volumes, partially offset by increased production from other 
Alberta thermal generating plants. Alberta generation produced 28,101 GWh compared to 28,717 GWh in 1999 as the 
impact of the shutdown of one Wabamum generating unit and lower hydro generation volumes were partially offset by 


increased production from other thermal plants. 


In the fourth quarter of 2000, the Government of Alberta amended the Electric Utilities Act (Alberta) to delay collection of 
the deferral accounts receivable from 2001 to between 2002 and 2004. As a result, the corporation recorded a reduction 


in revenues of $9.2 million, reflecting a write-down of the outstanding receivable to its discounted value. 


On Aug. 3, 2000, Wabamun's 300 MW generating unit was shutdown when an examination of the unit's boiler indicated 
cracks in some tubing. Further investigation confirmed the cracking and, as a result, the unit will remain shutdown until 
mid-2001 pending repairs to the boiler. As a result of this shutdown, the corporation incurred $18.0 million in obligation 
payments relating to 2000 for which it has filed for relief with the regulator with a decision expected in 2001. Under the 
force majeure article of the power purchase arrangements (PPAs) that commence Jan. 1, 2001, the corporation expects 
that it has no obligations during the period of repair and as such, no amount was provided for any potential obligations in 


the 2001 period. 
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OUTLOOK : In 2001, Generation's operations became non-regulated and subject to the provisions of the power purchase 
arrangements (PPAs). The PPAs are long-term supply arrangements for the remaining life of each power plant or unit. 
These contracts set a production requirement and availability target to be supplied by each plant/unit and the price at 
which each MWh will be supplied to the customer. The corporation bears the risk or retains the benefit of volume variances 

(except for those considered force majeure), and any change in certain costs required to maintain and operate the 


generation plants. 


Under the terms of the PPAs, the corporation is not exposed to credit risk and is only exposed to electricity price risk in the 
event of an unplanned outage which does not qualify as a force majeure event. Should such an outage occur, the corporation 
must pay a penalty for the lost production based upon a price equal to the 30 day trailing average of Alberta market electricity 


prices. The corporation mitigates this exposure through high quality operating and maintenance practices and trading activities. 


Increased risks borne by the corporation are compensated by higher pricing than received under regulation. Key elements 
of the pricing formula are the amount of common equity deemed to form part of the capital structure and the amount of risk 
premium (measured as a Spread over long-term government bonds). The return on equity is set annually at a 4.5 per cent 
premium over long-term government bonds. Under the PPAs, common equity is deemed to be 45 per cent. In 2001, the 


return on equity has been set at 10.29 per cent. 


The pricing formula of the PPAs includes a provision for site restoration costs of the thermal generating plants. The PPAs, 
however, do not provide compensation for site restoration costs related to the corporation's hydro generating facilities. It 
is unlikely that these facilities will be dismantled, however, given the additional non-generating functions that they provide 
such as water supply, irrigation, and flood control. As a result, while the magnitude of these costs is material, the likelihood 


of their incurrence is low. 


In late 2000, the Alberta government announced electricity price caps to mitigate the effect of high electricity prices on 
small consumers. By virtue of the pricing formula in the PPAs, and sale of the corporation's D&R operation, the corporation 


is unaffected by these price caps. 


Transmission 


Revenue EBIT 
Year ended 1999 ae es -_ are amines eS 215.7, “$84.0 
Lower non-regulated activities (30.6) (2.4) 
Other a (3.2) (Gla) 
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RESULTS : Transmission's earnings are derived primarily from regulated operations with rates based upon the Decision 
rendered in November 1999. In 2000, lower non-regulated engineering, procurement and construction activities (EPC) 
resulted in a decrease in EBIT of $2.4 million. Lost operational synergies upon the disposal of the D&R operation as well as 


lower amounts capitalized partially offset by lower allocated corporate overheads accounts for the remaining difference. 


OUTLOOK : In January 2001, Transmission received EUB approval for its negotiated settlement on regulated Alberta rates 
for 2001. Transmission's regulated revenues will be fixed except for a deferral account for the current year's capital additions 
on projects assigned by the Transmission Administrator to the corporation. Transmission will remain exposed to the risks 


and opportunities of operating and capital expenditures differing from those reflected in the settlement. 


The corporation's transmission business ranks as a first-quartile performer in cost, reliability and efficiency in a survey of 
48 North American utility companies. While the Alberta transmission business will remain regulated, in the long term the 
corporation intends to use its experience to pursue competitive EPC-opportunities, offer value-added engineering 
consulting services, and explore partnerships to own and operate systems in target markets of Canada, United States, 


Mexico and Australia. 


NET INTEREST, PREFERRED DIVIDENDS, PREFERRED SECURITIES AND 
OTHER EXPENSE 


2000 1999 
Interest expense $ 103.7 $ 98.2 
Preferred share dividends 11.7 Dalek 
Preferred securities distributions, net of tax as Ek - 
Other income (expense) ; 7 0.2 * (0.3) 


Smel 1657, S190. 


RESULTS : Interest expense is net of capitalized AFUDC as well as amounts directly related to or allocated to discontinued 
operations which totalled $10.2 million in 2000 and $15.1 million in 1999. During 2000, the corporation financed the 
maturity of $200 million of debentures and the redemption of $146.8 million of preferred shares with lower interest rate 


short-term debt, the issuance of preferred securities and proceeds on the disposal of D&R. 


OUTLOOK : Net interest expense is expected to decrease slightly in 2001 due to reduced debt levels and lower effective 
interest rates. Preferred share dividends in 2001 are expected to be lower due to the full year effect of the redemptions in 
2000. No significant redemptions of preferred shares are anticipated in 2001. Preferred securities distributions are 


expected to increase in 2001 as a result of the securities being outstanding for a full year versus three months in 2000. 
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INCOME TAXES 


2000 IOS 
$ 73.7 $ 83.6 
45.2% 49.2% 


Effective tax rate 


RESULTS : Income taxes are net of amounts directly related to discontinued operations as well as an allocation of income 
taxes on allocated direct corporate overheads and interest expenses. Income taxes decreased by $9.9 million mainly due 
to lower pre-tax earnings and lower effective income tax rates. The effective income tax rate (expressed as a percentage of 
earnings from continuing operations before income taxes) decreased by 4.0 per cent primarily due to increased manufacturing 


and processing deductions and lower EUB prescribed regulatory adjustments. 


OUTLOOK : In 2001, income taxes on earnings of the Generation segment will be recorded using the tax liability method 
as a result of the discontinuance of regulatory accounting for this segment on Dec. 31, 2000. In 2000, income taxes related 
to the Generation segment were recorded using the taxes payable method as prescribed by the regulator. Income taxes on 
2001 earnings of the regulated Transmission segment will continue to be recorded using the taxes payable method as 
prescribed by the regulator. As a result of the change in the method of recording income taxes in Generation, the effective 


income tax rate for 2001 is expected to decrease slightly from 2000. 


DISCONTINUED OPERATION 
Distribution & Retail (D&R) 


Earnings . ye? ee ee " Aue 31,2000. S$ a763mG Sans 


RESULTS : Earnings from the discontinued D&R operation include $43.0 million of income arising in conjunction with the 
sale of the D&R operation to TEC, mainly comprised of income tax recoveries partially offset by the write-off of unbilled 
accounts receivable and other provisions. In addition, earnings from the D&R operation include the effect of regulatory 
decisions relating to prior years consisting of a $5.3 million negative impact in 1999 due to the Phase II decision regarding 
rates for 1997 and 1996; and the Final Decision which increased 2000 earnings by $0.8 million. Excluding the tax benefits 
and write-downs associated with the disposition of D&R as well as the impact of the regulatory decisions, earnings from 
the discontinued D&R operation increased despite the partial year until its disposition in 2000 primarily due to higher 
distribution volumes and increased sales to higher rate customers in 2000. 


CONSOLIDATED STATEMENTS OF CASH FLOWS 
The corporation's cash balance was $nil at Dec. 31, 2000 and 1999. 


OPERATING ACTIVITIES : Operating activities used cash of $37.7 million in 2000 compared with cash provided of 
$293.4 million in 1999, a decrease of $331.1 million. Higher earnings before non-cash items were offset by increased 
working Capital requirements mainly due to income tax recoveries related to the D&R sale and deferral accounts receivable 
from the discontinued D&R operation to the date of disposition on Aug. 31, 2000. Proceeds from the sale of the D&R deferral 


accounts receivable, totalling $164.3 million, were classified as cash from investing activities. 
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INVESTING ACTIVITIES : Investing activities provided cash of $658.4 million in 2000 compared to a use of cash 
of $236.0 million in 1999. In 2000, the corporation received proceeds of $855.1 million on the sale of D&R to TEC, offset by 
Capital additions of $197.3 million in the Generation, Transmission and discontinued D&R segments. In 1999, investing activities 


primarily related to capital additions in the Generation, Transmission and discontinued D&R segments. 


FINANCING ACTIVITIES : Financing activities in 2000 used cash of $620.7 million compared to $57.4 million in 
1999. In 2000, capital expenditures, working capital requirements, long-term debt maturities and the redemption of $146.8 
million of preferred shares were financed by the issuance of short-term debt and preferred securities as well as a portion of 
the proceeds received on disposal of D&R. The remaining proceeds were used to fund common share dividends of $297.3 
million and the redemption of common shares for $210.0 million. In 1999, short- and long-term debt provided cash of $128.9 


million used to finance capital additions. 


Excluding short-term debt issued to TransAlta Corporation, the corporation concluded no new issues during 2000. In 


2000, the corporation repaid the following debt: 


Maturity Rate Amount 
Debentures 2000 11.38% $ 100.0 
Debentures 2000 11.35% 100.0 


$ 200.0 


CONSOLIDATED BALANCE SHEETS 

Total assets decreased by $391.5 million to $3,039.7 million at Dec. 31, 2000 from $3,431.2 million at Dec. 31, 1999, 
reflecting the disposition of D&R assets offset by the related increase in income taxes receivable. Total liabilities and 
shareholder's equity decreased by $391.5 million, with major changes as follows: 


- Long-term debt, including the current portion, decreased by $234.5 million due to debt maturities and disposal of 
debt as part of D&R sale. 


- Short-term debt increased by $151.2 million to fund long-term debt maturities. 


- Future income tax liabilities increased by $193.8 million, primarily due to recognition of future income taxes upon 
discontinuance of regulatory accounting for Generation. 


- Preferred securities increased by $98.0 million reflecting their issuance in 2000. 
- Preferred shares decreased by $146.7 million reflecting redemptions in 2000. 


- Common shareholder's equity decreased by $287.6, reflecting the net loss in 2000, dividends paid and common 
shares redeemed, partially offset by the excess of proceeds received over the carrying value of the net asset of 
D&R upon disposal to the corporation's sister company. 


LIQUIDITY AND CAPITAL RESOURCES 
Commencing in 1999, liquidity and capital resources of the corporation were provided by TransAlta Corporation at costs 
consistent with those that the corporation would incur if the capital was obtained from third parties. Although the Medium- 


Term Note program was renewed in 1999 for $500 million, no securities were issued under the program in 2000. This program 


is not expected to be renewed in 2001. 
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Cash requirements in 2000 arose primarily from capital maintenance requirements of the Generation, Transmission and 
discontinued D&R businesses, refinancing long-term debt maturities and preferred share redemptions, dividends on and 
redemption of common shares, and general working capital requirements. These requirements were funded primarily through 


proceeds on the sale of the D&R operation as well as issuance of short-term debt and preferred securities to TransAlta Corporation. 


Future cash requirements consist primarily of additions to capital assets and working capital requirements. In 2001, cash 


will be provided from operations as well as new debt financing from TransAlta Corporation. 


Short-term liquidity is provided through cash flow from operations as well as the use of the $600 million commercial paper 
program and the $1,200 million credit facility of TransAlta Corporation. Long-term funding is expected to be provided through 
TransAlta Corporation. For a detailed explanation of the liquidity and capital resources of TransAlta Corporation, refer to 


the Management's Discussion & Analysis in the TransAlta Corporation 2000 Annual Report. 


The corporation's capital structure consisted of the following components at Dec. 31, 2000 and 1999: 


2000 2000 IOS 1999 
ae ema ns a A rales ea ; pes meee 
Preferred securities 98.0 4% - - 
Preferred shares 121.6 5% 268.3 9% 
Common shareholder's equity 872.7 34% dPGOES 39% 


The reduction in the percentage of common shareholder's equity to total capitalization in 2000 resulted primarily from the 


extraordinary charge in 2000 arising from the discontinuance of regulatory accounting upon the deregulation of Generation. 


The credit ratings for the corporation's various securities as determined by the Canadian Bond Rating Service (CBRS) and 


the Dominion Bond Rating Service (DBRS) are as follows: 


CBRS* DBRS 
Senior secured debentures A+ A (high) 
P-2 (H) Pfd-2 (high) 


RISK MANAGEMENT 


The corporation utilizes a multi-level risk management oversight structure to manage the corporation's various risk exposures. 


The Audit and Environment Committee (A&EC) of the Board of Directors oversees corporate-wide risk management through 

review of the corporation's overall business risks. The Chief Financial Officer reports to the A&EC and is responsible for 
ensuring compliance with the corporation's financial and commodity risk exposure management policies. These policies 
include limits on exposures (commodity prices, currency, credit and interest rates), reporting practices and other procedures 
necessary for the corporation to manage and control its financial and commodity exposures. The Exposure Management 
Committee (EMC) is chaired by the Chief Financial Officer and is comprised of Business Unit Executive Vice-Presidents, 

the Treasurer and the Director of Internal Audit. The EMC is responsible for the review, monitoring and reporting on compliance 


of these financial and commodity risk exposure management policies. This reporting is independently validated by Treasury 


and Internal Audit. 
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COMMODITY PRICE RISK : The corporation has exposure to movements in electricity commodity prices in its electricity 
generation business. Coal used in electricity generation is from coal reserves owned by the corporation and as such, its 


exposure to fluctuations in the market price of coal is largely mitigated. 


Under the terms of the Generation PPAs, the corporation is only exposed to electricity price risk in the event of an unplanned 
outage which does not qualify as a force majeure event. Should such an outage occur, the corporation must pay a penalty 
for the lost production based upon a price equal to the 30-day trailing average of Alberta market electricity prices. The corporation 


mitigates this exposure through high quality operating and maintenance practices and trading activities. 


CURRENCY RATE EXPOSURE : Thecorporation has exposure to various currencies as a result of the acquisition 
of equipment and services from foreign suppliers. These exposures are managed through the use of a variety of hedging 


instruments including currency swaps and forward sales contracts. 


CREDIT RISK : Thecorporation actively manages its exposure to credit risk by assessment of the ability of counter- 
parties to fulfill their obligations under the related contracts prior to entering into such contracts. The corporation is not 


exposed to credit risk for Generation PPAs under the terms of these arrangements. 


INTEREST RATE EXPOSURE : At Dec. 31, 2000, approximately 14 per cent of the corporation's total debt portfo- 


lio was Subject to movements in floating interest rates. 


CLIMATE CHANGE RISK MANAGEMENT : Thecorporation’s-climate change strategy addresses the potential 
competitive risks to its fossil-fuelled generation plants from future changes in public policy, which could include changes 
to environmental controls, regulatory regimes, taxes or charges. Contractual provisions in Generation's PPAs substan- 


tially cover the corporation for risks related to potential changes in law. 


The corporation's strategy addresses the following key areas: reducing net emissions; participating in provincial, federal 
and international policy development; contributing to research and development; purchasing renewable energy; and testing 
market-based approaches, such as the trading of emission reduction credits. The corporation exceeded its voluntary goal 


to return net greenhouse gas emissions to 1990 levels in 2000. 


In addition, the corporation is implementing an enhanced environmental management system designed to meet the ISO 
14001 international standard. All TransAlta facilities undergo compliance and management system integrity audits on a 


cycle determined by facility performance, on average once every three years. 


SELECTED QUARTERLY FINANCIAL INFORMATION 


(Unaudited; Canadian dollars in millions, except per share amounts) 


2000 Quarters First Second Third Fourth Total 
aa for eae ce eer wr epee acts TTR IW ee re 
Net earnings (loss)* 57.5 19.6 51.3 (185.3) (56.9) 
Net earnings (loss) per common share 0.34 0.11 0.31 (1.11) (0.35) 
1999 Quarters First Second Third Fourth Total 
Revenue 213.1 203.5 202.2 aS Se2 772.0 

43.4 34.0 13)4 (3.7) Sileae 


Net earnings (loss)* 
Net earnings (loss) per common share 0.26 0.20 0.08 (0.03) 0.51 


*applicable to common shareholders 
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TRANSALTA UTILITIES CORPORATION 
MARAGEMENT’S RESPONSIBILITY 


In management's opinion, the accompanying consolidated financial statements have been properly prepared within reasonable 
limits of materiality and within the framework of appropriately selected generally accepted accounting principles and policies 
consistently applied and summarized in the consolidated financial statements. Since a precise determination of many assets 
and liabilities is dependent upon future events, the preparation of periodic financial statements necessarily involves the use 
of estimates and approximations. These have been made using careful judgement and with all information available up to 
Feb. 28, 2001. Management is responsible for all information in the annual report. Financial operating data in the report 


are consistent, where applicable, with the consolidated financial statements. 


To meet its responsibility for reliable and accurate financial statements, management has established systems of internal 
control which are designed to provide reasonable assurance that financial information is relevant, reliable and accurate, and 
that assets are safeguarded and transactions are executed in accordance with management's authorization. These systems 
are monitored by management and by internal auditors. In addition, the internal auditors perform appropriate tests and 


related audit procedures. 


The consolidated financial statements have been examined by Ernst & Young LLP, independent chartered accountants. 
The external auditors’ responsibility is to express a professional opinion on the fairness of management's consolidated 


financial statements. The auditors’ report outlines the scope of their examination and sets forth their opinion. 


The audit committee of the board of directors is comprised of independent directors. The audit committee meets regularly 
with management, the internal auditors and the external auditors to satisfy itself that each is properly discharging its 
responsibilities, and to review the consolidated financial statements. The audit committee reports its findings to the board 
of directors for consideration when approving the consolidated financial statements for issuance to the shareholders. The 
audit committee also recommends, for review by the board of directors and approval of shareholders, the appointment of 


the external auditors. The internal and external auditors have full and free access to the audit committee. 


Ah Po 


Stephen G. Snyder lan A. Bourne 
Chief Executive Officer Executive Vice-President 
Feb. 1, 2001 & Chief Financial Officer 
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TO THE SHAREHOLDER OF TRANSALTA UTILITIES CORPORATION 

We have audited the consolidated balance sheets of TransAlta Utilities Corporation as at Dec. 31, 2000 and 1999 and the 

consolidated statements of earnings and retained earnings and cash flows for the years then ended. These financial 

statements are the responsibility of the corporation's management. Our responsibility is to express an opinion on these financial 


statements based on our audits. 


We conducted our audits in accordance with auditing standards generally accepted in Canada. Those standards require that 
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence Supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by management, as well 


as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
corporation as at Dec. 31, 2000 and 1999 and the results of its operations and its cash flows for the years then ended in 


accordance with accounting principles generally accepted in Canada. 


Oo * Goin 
Ernst & Young LLP 
Chartered Accountant 


Calgary, Canada 
Feb. 1, 2001 
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CONSOLIDATED STATEMENTS OF EARNINGS & RETAINED EARNINGS (DEFICIT) 


Years ended December 31 (in millions except earnings per common share) 2000 1999 
Revenues $ 741.9 $nr2,0 
Operating expenses 
Operations, maintenance and administration (Note 17) 201.0 195.6 
Depreciation and amortization 164.7 GSeZ 
Fuel 121.6 — 110.9 
Taxes, other than income taxes 31.8 34.4 
519.1 504.1 
Operating income 222.8 267.9 
Other income (expense) (Note 17) (0.2) 0.3 
Net interest charges (Notes 8 and 9) (103.7) (98.2) 
Earnings from continuing operations before regulatory decisions and income taxes 118.9 170.0 
Prior period regulatory decisions (Note 13) 44.1 ~ 
Earnings from continuing operations before income taxes 163.0 170.0 
Income taxes (Note 14) 73.7 83.6 
Earnings from continuing operations 89.3 86.4 
Discontinued Distribution and Retail operation (Note 3 and 13) 76.3 21.8 
Net earnings before extraordinary item 165.6 108.2 
Extraordinary item (Note 4) (209.7) ~ 
Net earnings (loss) (44.1) — 108.2 
Preferred share dividends (Note 11) 11.7 zara 
Preferred securities distributions, net of tax (Note 10) 1.1 - 
Net earnings (loss) applicable to common shareholder i $ (56.9) $ Sie: 
Common share dividends (Note 3) (254.8) (169.6) 
Reclassification of contributed surplus to retained earnings (Note 3) 234.1 - 
Adjustment arising from repurchase of common shares (Note 3 and 12) (68.8) - 
Retained earnings (deficit) 
Opening balance 137.4 | 219.9 
Closing balance -_ aS . 7 a $§ (9.0) 2. eo umionAs 
Weighted average common shares outstanding in the period << 163.4 - * 169.5 
Basic and fully diluted earnings (loss) per common share 
Continuing operations $ 048 §$ 0.38 
Discontinued Distribution and Retail operation in Alberta 0.45 0.13 
Extraordinary item Da ee oie ee . (1.28) | nee: 
Net earnings oss) See ee 


See accompanying notes. 
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December 31 (in millions) 

Assets 

Current assets 

Accounts receivable (Notes 16 and 17) 
Future income tax assets (Note 14) 
Income taxes receivable 

Materials and supplies at average cost 


Capital assets (Notes 5 and 9) 
Cost 
Accumulated depreciation 


Long-term receivable (Note 6) 
Future income tax assets (Note 14) 
Other assets (Note 7) 
Total assets 
Liabilities and Shareholder's Equity 
Current liabilities 
Short-term debt (Note 8) 
Accounts payable and accrued liabilities (Note 17) 
Dividends payable - common shares 

- preferred shares 
Current portion of long-term debt (Note 9) 


Long-term debt (Note 9) 
Future site restoration costs 
Future income tax liabilities (Note 14) 
Preferred securities (Note 10) 
Preferred shares (Note 11) 

Common shareholder's equity 
Common shares (Notes 3 and 12) 
Contributed surplus (Note 3) 

Retained earnings (deficit) (Note 3) 


Total liabilities and shareholder’ s equ lity 


Contingencies and commitments (Notes a 


See accompanying notes. 


On behalf of the board: 


John T. Ferguson, Director 


2000 


$ 134.0 
10.9 
130.9 
40.6 
316.4 


4,872.3 
_ (2, 245. 8) 
2, 626.5 
81.0 

5.0 

10.8 


 $ 3,039.7 


J. Wallace Madill, Director 


$ 


$ 


$ 


1999 


WS 


22.6 
Doai/ 
272.0 


51965;9 


(2,826.7) 


3,139.2 


20.0 
3,431.2 


TRANSALTA UTILITIES CORPORATION 
CONSOLIDATED STATEMENTS OF CASH FLOWS 


Years ended December 31 (in millions except cash flow per share) 2000 1999 
Operating activities ? 
Net earnings (loss) $ (44.1) $ 108.2 
Depreciation and amortization 218.1 PUKE) Tf 
Future income taxes (7.4) | (2.3) 
Extraordinary item (Note 4) 209.7 = 
Other non-cash items 13.0 (0.8) 
. 389.6 344.8 
Change in non-cash operating working capital balances + (427.3) (51.4) 
Cash flow from (to) operating activities (37.7) 293.4 
Investing activities 
Additions to capital assets (197.3) (223;6) 
Proceeds on sale of D&R operation to related party (Note 3) 855.1 - 
Deferred charges 0.6 (12.4) 
Cash flow from (to) investing activities : 658.4 (236.0) 
Financing activities 
Net increase in short-term debt 151.2 (2.6) 
Issuance of long-term debt - 249.8 
Repayment of long-term debt . (201.9) (i823) 
Issuance of preferred securities 100.0 - 
Dividends on preferred shares (14.8) (21.1) 
Redemption of preferred shares (146.8) - 
Issuance (redemption) of common shares (Note 3) (210.0) 3:3 
Dividends on common shares (Note 3) (297.3) (169.6) 
Distributions on preferred securities distributions, net of tax (1.1) - 
Other - Ast 
Cash flow to financing activities ee cai ra ; . - ; . = (620.7) . (57.4) 


Cash flow from operating, investing, and financing activities - = 


Cash at beginning of year —— ee ae = 


Cash at end of year Nady tem tore eee ee ee ee oe : 2 pe ee eae $ ote 
Cash flow per common share from (to) operating activitiest $ (0.23) §$ ala 7fs} 
Interest paid $ 113.1 Cae Oreo 

$ 91.4 $ 161.9 


Income taxes paid 


1: The change in non-cash operating working capital balances and cash flow per share from operating activities for the year ended Dec. 31, 2000 includes 
the impact of increased deferral accounts receivable for the discontinued Distribution and Retail operation until the date of disposal on Aug. 31, 2000. 
The related proceeds from the disposal of these deferral accounts receivable, totalling $164.3 million were classified as cash flow from investing activi- 


ties (Note 3). 


See accompanying notes. 
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OLIDATED FINANCIAL STATEMERTS 


Dec. 31, 2000 and 1999 (Tabular dollar amounts in millions, except as otherwise noted) 


1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


A: Consolidation and Investments 

The consolidated financial statements include the accounts of TransAlta Utilities Corporation (TransAlta Utilities or the 
corporation) and its wholly-owned subsidiaries, of which TransAlta Fly Ash Corporation was active at Dec. 31, 2000. The 
consolidated financial statements have been prepared by management in accordance with accounting principles generally 


accepted in Canada. 


The corporation owns and operates electric generation and transmission facilities in the province of Alberta. The corporation 
also owned and operated a distribution and retail operation in Alberta (D&R operation) until the operation was disposed of 
on Aug. 31, 2000 (Note 3). TransAlta Fly Ash Corporation processes and sells fly ash gathered at the corporation's coal-fired 


generating plants. 


B: Measurement Uncertainty 

The preparation of financial statements in accordance with generally accepted accounting principles requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during 


the period. Actual results could differ from those estimates. See also Note 19. 


C: Regulation 

TransAlta Utilities is regulated by the Alberta Energy and Utilities Board (the EUB), pursuant to the Hydro and Electric Energy 
Act (Alberta); pursuant to Part 2 of the Public Utilities Board Act (Alberta); pursuant to the Electric Utilities Act (Alberta); and 
is subject to the Provincial Water Power Regulations (Alberta). These acts and regulations cover such matters as tariffs, 


rates, construction, operations, financing and accounting. 


TransAlta Utilities accounts for transactions in accordance with applicable regulation (regulatory accounting) when three 
criteria are met: the rates for services or products provided to customers are established by or subject to approval by a 
regulatory body; the regulated rates are designed to recover the cost of providing the services or products; and it is 
reasonable to assume that rates set at levels that will recover the cost can be charged to and collected from customers. 
Under regulatory accounting, the timing of TransAlta Utilities' recognition of certain assets, liabilities, revenues and 


expenses may differ from that otherwise expected using generally accepted accounting principles for non-regulated businesses. 


When one of the above three criteria no longer applies to a TransAlta Utilities' operation, regulatory accounting ceases and 
the application of generally accepted accounting principles for non-regulated businesses commences for that operation at 
the date the criteria is no longer met. Upon discontinuation of regulatory accounting, the effects of any action of regulators 
that had been recognized as assets and liabilities that would not have been recognized as assets or liabilities under generally 
accepted accounting principles are eliminated and future income tax liabilities or assets not recorded under regulatory 
accounting are recognized. The net effect of these adjustments is included in the period in which the discontinuation of 


regulated accounting occurs and is classified as an extraordinary item. 


TRANSALTA UTILITIES CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


D: Revenue Recognition 
Revenues earned from rate-regulated operations are recognized on the accrual basis in accordance with rates and policies 


as set by the regulator. Rate adjustments related to prior years are presented as unusual items. 


Revenues earned from non-rate-regulated operations are recognized on the accrual basis and include an estimate of unbilled 
revenue. Revenues are reported on a gross basis unless the corporation is acting in the capacity of an agent or a broker 


in which case they are recognized net of purchases. 


E: Discontinued Operations 
The results of discontinued operations are presented on a one-line basis in the consolidated statements of earnings. 
Interest expense, direct corporate overheads and income taxes are allocated to discontinued operations. General corporate 


overheads are not allocated to discontinued operations. 


F: Capital Assets and Future Site Restoration Costs 

Capital assets are carried at cost that includes direct internal labour and allocated overheads. The corporation capitalizes 
an allowance for funds used during construction (AFUDC) at the cost of capital including the cost of equity related to property 
under construction. AFUDC is a non-cash income item that will be charged and recovered in rates to customers over the 


service life of the assets, commencing with their inclusion in rate base. 


Interest expense is presented net of AFUDC. The corporation provides for depreciation on a Straight-line basis using various 
rates aS approved by the EUB, based on depreciation studies prepared by the corporation. Changes to depreciation rates 

requested by the EUB are accounted for on a prospective basis. Depreciation rates reflect estimated service lives less 
salvage values. The corporation does not provide for the removal costs associated with its hydroelectric generating facilities, 
as the costs are not reasonably estimable because of the long service life of these assets. In addition, with either maintenance 

efforts or rebuilding, the water control structures are assumed to be required for the foreseeable future and therefore, no 
amounts have been provided for site restoration costs for these facilities. Estimated costs to reclaim mining properties 


are amortized primarily on a unit-of-production basis. Customer contributions to the corporation for new service connections 


are recorded as a reduction to the cost of property. 


G: Deferred Charges and Issue Costs 


Financing costs for the issuance of long-term debt, preferred shares and preferred securities are amortized to earnings 


ona straight-line basis over the term of the related instrument. 


Costs incurred by the corporation to develop potential capital assets or investments, inclusive of internal labour, are included 
in operating expenses until construction of a plant commences or acquisition of an investment has been completed, at which 


time the costs are included in capital assets or investments. 


Costs incurred by the corporation associated with future regulatory hearings are deferred until such hearings occur, at which 


time the costs are included in operating expenses. When it has been determined that the regulatory hearing will not occur, 


the related deferred costs are included in operating expenses. 
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TRANSALTA UTILITIES CORPORATION 
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H: Income Taxes 
TransAlta Utilities’ rate regulated operations use the income tax accounting policies as prescribed by the EUB. Rate regulated 
enterprises need not recognize future income taxes to the extent that future income taxes are expected to be included in 


the rates charged to and recovered from future customers. 


Effective Jan.‘1, 2000, the corporation adopted, on a retroactive basis, the recent Canadian Institute of Chartered 
Accountants’ recommendations in respect of accounting for income taxes using the liability method for its non-rate-regulated 
operations. Under the liability method, income taxes are recognized for the differences between financial statement carrying 
values and the respective income tax basis of assets and liabilities (temporary differences), and for the carry forward of 
unused tax losses and income tax reductions. Future income tax assets and liabilities are measured using enacted income 
tax rates expected to apply in the years in which temporary differences are expected to be recovered or settled. The effect 
on future income tax assets and liabilities of a change in tax rates is included in income in the period that the change is 

substantially enacted. Future income tax assets are evaluated and if realization is not considered "more likely than not", 


a valuation allowance is provided. 


The implementation of this standard had no impact on TransAlta Utilities until the discontinuance of regulatory accounting 


for Generation operations on Dec. 31, 2000 as described in Note 4. 


I: Employee Future Benefits 

The corporation accrues its obligations under employee benefit plans and the related costs, net of plan assets. The cost of 
pensions and other post-employment and post-retirement benefits earned by employees is actuarially determined using 
the projected benefit method pro-rated on services and management's best estimate of expected plan investment performance, 
salary escalation, retirement ages of employees and expected health care costs. For the purpose of calculating the expected 
return on plan assets, those assets are valued at fair value. The discount rate used to calculate the interest cost on the 
accrued benefit obligation is the long-term market rate at the balance sheet date. Past service costs from plan amendments 
are amortized on a straight-line basis over the average remaining service period of employees active at the date of 
amendment (EARSL). The excess of the net cumulative unamortized actuarial gain (loss) over 10 per cent of the greater of 
the accrued benefit obligation and the fair value of plan assets is amortized over the average remaining service period of 
the active employees. When the restructuring of a benefit plan gives rise to both a curtailment and settlement of obligations, 
the curtailment is accounted for prior to the settlement. Transition obligations and assets arising from the prospective 


adoption of new accounting standards are amortized over EARSL. 


J: Foreign Currency Translation 

Transactions denominated in foreign currencies are translated at the exchange rate on the transaction date. Foreign currency 
denominated monetary assets and liabilities are translated at exchange rates in effect on the balance sheet date. The 
resulting exchange gains and losses on these items are included in net earnings, except for unrealized exchange gains or 
losses arising on translation of long-term debt, which are deferred and amortized over the remaining life of the debt ona 


straight-line basis. 


TRANSALTA UTILITIES CORPORATION 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


K: Derivatives and Financial Instruments 

The corporation utilizes derivative financial instruments and derivative commodity instruments (collectively, derivatives) and 
other financial instruments to manage its exposure to changes in foreign currency exchange rates, interest rates and energy 
prices. Gains and losses relating to derivatives that are hedges are deferred and recognized in the same period and financial 


statement category as the related items hedged. 


To be accounted for as a hedge, a derivative must be designated by management as a hedge and be effective. Hedge 
effectiveness for cash flow hedges is achieved if the derivative's cash flows substantially offset the cash flows of the 
hedged item and the timing of the cash flows is similar. Hedge effectiveness for fair value hedges is achieved if changes 
in the fair value of the derivative substantially offsets changes in the fair value of the item hedged. If a derivative that has 
been accorded hedge accounting is settled early, the termination gain or loss is deferred and recognized when the gain or 
loss on the item hedged is recognized. Premiums paid or received with respect to hedging derivatives are deferred and 


amortized to earnings over the term of the hedge. 


Derivatives used in trading activities are carried at fair value. Realized and unrealized changes in fair value are recognized 


in earnings in the period in which the changes occur. 


The estimated fair value of a derivative generally reflects the estimated amount that the corporation would receive or pay 
to terminate the contract at the balance sheet date. The estimated fair value of long-term debt is based on quoted market 
prices where available, or where not available, with reference to market prices for similar issues. The carrying amounts of 


other balance sheet financial assets and financial liabilities approximate their fair values. 


L: Earnings (Loss) Per Share (EPS) 
Net earnings (loss) per share is calculated based on net earnings applicable to common shareholders using the weighted 
average number of common shares outstanding during the year. Earnings (loss) per share from continuing operations is calculated 


after preferred share dividends and preferred securities distributions. 


2: SEGMENT DISCLOSURES 


A: Description of Reportable Segments 
The corporation has two reportable segments: Generation and Transmission. The corporation's reportable segments are 


strategic business units that offer different products and services. They are managed separately due to different technology 


and marketing strategies. 


The Generation segment operates in Alberta. In 2000, its generating plants were regulated by the EUB and the transactions 
were facilitated through third-party intermediaries, namely the Power Pool of Alberta (Power Pool) and ESBI Alberta Ltd., 
the independent transmission administrator (TA). The electrical production of these plants was sold to the Power Pool under 
legislation which provided for the sale of all power for use in Alberta to the Power Pool for resale at a bid price which matched 
demand with supply. Prices were determined through regulation and were based on a rate of return on assets and the recovery 
of costs. Revenues were net of payments to small power producers (SPP). Generation also earned ancillary revenue for 


providing system stability services to the TA and paid ancillary access charges to the TA. Commencing Jan. 1, 2001, the 
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generating plants are no longer regulated and will earn revenues based upon long-term power purchase arrangements (PPAs). 


In addition, upon the commencement of the PPAs, the corporation’s obligations to the SPPs cease. 


The Transmission segment operates mainly in Alberta and is also primarily regulated by the EUB. The Transmission segment 
and the other utilities in Alberta provide transmission services to the TA, which then charges each distributor of electricity 
(including the corporation's discontinued distribution and retail operation) a transmission tariff based on volume. Service 
charges for the transmission facilities and the tariffs charged by the TA are determined through regulation based on a rate 
of return on assets and the recovery of costs. In addition, the Transmission segment is engaged in providing non-regulated 
Engineering, Procurement and Construction (EPC) services to TransAlta Energy Corporation's Independent Power Projects 


(IPP) segment and third parties. 


The accounting policies of the segments are the same as those described in Note 1. The corporation evaluates performance 


based on earnings before interest and income taxes (EBIT). 


B: Reported Segment Profit or Loss and Segment Assets 

I: Earnings information 

Year Ended Dec. 31, 2000 Generation Transmission Total 
Revenues . _ 7 bart $ 587.2 & 181.9 $ 769.1 
SPP payments (27.2) - (27.2) 
oe corres : sic ch eo coc ee Seams erring. c. Ttie 
Operations, maintenance and administration 115.1 24.4 139.5 
Depreciation and amortization 104.4 46.4 150.8 
Fuel 121.6 - 121.6 
Taxes, other than income taxes 18.8 13.0 31.8 
Prior period regulatory decisions (44.1) - (44.1) 
eee pete eee are seria i nice ina = en aa gS 
Corporate allocations 46.8 28.6 75.4 
Spree Ba re a ae lc ee a ee 8 ce ey 


Net interest charges (103.7) 


Earnings from continuing operations before income taxes 


Year ended Dec. 31, 1999 Generation Transmission 
Revenues Sess Soe Loe 
(26.9) - 


SPP payments 
245i 


556.3 
Operations, maintenance and administration 98.0 46.6 


Net segment revenues 


Depreciation and amortization INOL 7 45.9 
Fuel 110.9 - 
Taxes, other than income taxes 20.5 13:9 
areas Aaea ie ts ae ee een ere eee veer 
Corporate allocations 41.3 25:3 
se eM eRe ence intr e ee eras a: re 
Oh 

Net interest charges 


Earnings from continuing operations before income taxes 
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ers. Generation Transmission Total 
Il: Selected cash flow information 
Year ended Dec. 31, 2000 
Depreciation and amortization $ 104.4 & 46.4 $ 150.8 
Addition to segment capital assets $ (90.6) $ (44.5) $ (135.1) 
Year ended Dec. 31, 1999 
Depreciation and amortization S moar $ 45.9 $ 147.6 
Addition to segment capital assets $ (109.1) $ (19.4) $ (128.5) 
Ill: Selected balance sheet information 
Year ended Dec. 31, 2000 
Segment assets $ 2,096.2 $ 676.9 S. Alrreak 
Segment accounts payable and accrued liabilities $ (103.4) $ (12.1) $ (115.5) 
Year ended Dec. 31, 1999 
Segment assets $ 1,945.0 $ 642.6 $ 2,587.6 


Segment accounts payable and accrued liabilities $ (110.0) $ 4.3 Se aosrr,) 


C: Reconciliations 


2000 1999 
|: Operations, maintenance and administration 
Operations, maintenance and administration for reportable segments $ 139.5 $ 144.6 
Other corporate operations, maintenance and administration 61.5 5120 
Consolidated total . $ 201. 0 . $ 195.6 
Il: Depreciation and amortization (D&A) per statement of earnings 
D&A expense for reportable segments $ 150.8 $ 147.6 
D&A on corporate assets a BC) 1526) 


Consolidated total 


Ill: D&A per statement of cash flows 


D&A cash flow amounts for reportable segments $ 150.8 $ 147.6 
D&A on corporate assets 13.9 A546) 
Discontinued operations - D&R operation 51.7 TES 
Amortization of corporate financing costs aT 8.0 
Consolidated total — ee 


IV: Additions to capital assets 


Total additions to capital assets for reportable segments $ (135.1) $ (128.5) 
Other corporate additions to capital assets (15.8) (26.5) 
Discontinued operations - D&R operation Retr en | oe hese NERS 


$ w223, 6) 


Consolidated total 


V: Total assets 


Total assets for reportable segments $ 2,773.1 $ 2,587.6 
Other oak assets 266.6 PAE\ IS) 
= 630. ail 


Cons solidated total 


ay 3, 039. cA asi $ 2 431. 2 


VI: Accounts payable and accrued liabilities 
Total accounts payable and accrued liabilities for reportable segments $ (115.5) $ (105.7 


Other ke accounts payable and accrued liabilities (34.3) (57.0 
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3: DISCONTINUED OPERATIONS 


A: D&R Operation 

Effective Dec. 31, 1999, the corporation adopted a plan to divest its D&R operation. This operation was sold with a net book 
value of $621.0 million to its sister company, TransAlta Energy Corporation (TEC) in exchange for redeemable preferred 
shares of TEC with a face value of $855.1 million. The preferred shares were redeemed on Sept. 29, 2000. As the sale of 
the D&R operation from the corporation to TEC constituted a related party transaction, no gain on disposal was recorded. 
Instead, the $234.1 million excess of the proceeds received from TEC over the net book value of the D&R operation was 
recorded as contributed surplus. On Sept. 29, 2000, pursuant to a Board of Directors' resolution, $234.1 million of contributed 
surplus was reclassified to retained earnings. The corporation then declared a dividend to its parent, TransAlta Corporation, 


of $254.8 million and repurchased 23.8 million of its common shares from TransAlta Corporation for $210.0 million (Note 12). 


As per the terms of the disposition agreement, TransAlta Utilities will share the benefit or burden of future regulatory decisions 
affecting the D&R pre-disposition operations. No amount has been accrued in the consolidated financial statements as the 


amounts were indeterminable at the reporting date. 


B: Statement of Earnings 


The statement of earnings amounts applicable to the discontinued D&R operation are as follows: 


2000 1999 
Revenues . eos : $ 180.2 i $ eee! 
Operating expenses 195.0 144.4 
Gene meee Ase ee a ae Ae RE ee a is piesa Wil he. cap 
Rate adjustment - 1996 and 1997 (Note 14) . - (9.6) 
Net interest expense (10.2) (lis)-30)) 
— Scere ee ronment aes ea a aac ie oe eo) : Seer arcy: 
Income taxes (recoveries) (101.3) 20.3 
ers mae peti Foe et a en eee ee cine ee oe ee ee : "76.3 are Soe 


C: Balance Sheet 
At Dec. 31, 2000, all of the corporation's discontinued operations were sold. Balance sheet amounts applicable to the 


discontinued D&R operation at Dec. 31, 1999 were as follows: 


Current assets Gi alls} 
Capital assets 7 478.9 
ae ee ee aan or av TE anh a eae mE SE NS Menai ere en a. ee rene 
a TOR Tada aia gap cig ge ence 
Long-term debt 34.9 
Tg Ta? a, cree cle 5 oR IN On ee I ae ae ea 


NE See ee si err rere er a ee a ot ee Rae a PCE 
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4: EXTRAORDINARY ITEM 
In December 2000, the corporation discontinued regulatory accounting and commenced the application of generally accepted 
accounting principles for non-regulated enterprises for its generation operations, following final confirmation of the deregulation 


of the electricity generation industry in Alberta beginning on Jan. 1, 2001. 


As a result of the discontinuance of regulatory accounting, the corporation recorded an extraordinary non-cash after tax 


charge of $209.7 million comprised of the following: 


Write-off of regulatory accounts $ 29 
Write-down of net carrying values of capital assets 17.3 
Recognition of previously unrecognized future income tax liabilities 189.9 

$ 209.7 


5: CAPITAL ASSETS 


2000 2000 1999 1999 

Depreciation Accumulated Accumulated 

Rates Cost Depreciation Cost Depreciation 

Coal rights .02% - 20% $ 574.7 GS Aare ial $ 568.4 Bass) 
Thermal generation 3.1% - 4% 1,977.6 848.0 1,928.6 786.6 
Thermal environmental equipment 3.6% 425.0 233.4 42525 22553 
Hydro generation 2.8% - 5% 311.4 90.4 305.7 83.2 
Transmission systems 2% - 10% 1,344.3 731.1 1,304.3 675.5 
D&R systems 2% - 20% - - 1,099.8 706.1 
Other Various 201.9 69.8 289.6 94.7 
Assets under construction None 37.4 - 44.0 - 


 § 4,872.3 $2,2458  $5,965.9 $ 2,826.7 


The corporation capitalized AFUDC of $3.6 million (1999 - $3.4 million) to assets under construction. 


6: LONG-TERM RECEIVABLES 


2000 1999 
woman sma oe ADEE Ane oa ae ea cre eae aoa, SO cE eR ee ST - Sait a 
Coal rights receivable and other 4.0 s 
Less current portion included in accounts receivable atin A. see 0.9 ns 


S$ 810. $ = 


The deferral accounts receivable is unsecured and interest bearing at a rate to be determined by the EUB with repayment 


between 2002 and 2004. The coal rights receivable is unsecured and non-interest bearing and has no fixed terms of repayment. 


7: OTHER ASSETS 


2000 1999 

Deferred regulatory hearing costs s 6.2 $ 5.5 
Deferred financing costs 4.2 6.2 
0.4 8.3 


Deferred project development costs vo en 
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8: SHORT-TERM DEBT 


STATEMENT 


2000 2000 1999 1999 
| Outstanding . ‘Interest Rate 1 Outstanding ae Interest Rate i 
aa tereies sere Bae pees es : 5 res pee EO a a merry van oe 
Bank debt 11.7 7.5% AN 7 6.4% 
1: Interest is an average rate weighted by principal amounts outstanding before the effect of hedging. 
9: LONG-TERM DEBT 
A: Amounts Outstanding 
2000 2000 1999 1999 
Outstanding Interest Rate + Outstanding Interest Rate + 
Debentures, due 2001 to 2033 2 Slee 23:4. 7.2% § GAZ 7.8% 
Capital lease obligation, due 2006 3 9.2 9.4% 10.4 9.4% 
Other, due 2005 3.2 8.0% 3.8 8.0% 
Preferred securities 4 2.0 8.2% - - 
Notes payable - FESL, due 2002 ° - - 34.9 6.5% 
1,237.8 1,472.3 
Less current portion 76.7 209.9 
$ 1,161.1 $ 1,262.4 


1: Interest is an average rate weighted by principal amounts outstanding before the effect of hedging. 


2: DEBENTURES The debentures bear interest at fixed rates. A floating charge on the property and assets of the corporation has been provided as collateral. 
Debentures of $250.0 million (1999 - $250.0 million) are held by the corporation's parent, TransAlta Corporation. Debentures of $100.0 million 
maturing in 2023 and $50.0 million maturing in 2033 are redeemable at the option of the holder in 2008 and 2009, respectively. 


3: CAPITAL LEASE OBLIGATION Certain coal mining capital assets have been provided as collateral. The obligation bears interest at a fixed rate. 


4; PREFERRED SECURITIES The debt component amount of the preferred securities (Note 10) represents the present value of the principal amount of $100.0 
million due in 2050. Interest accretion at the coupon rate is included in interest expense. 


5: NOTES PAYABLE - FESL The notes payable to rural electrification co-operative associations through their agent, Farm Electric Services Ltd. (FESL), 
represent funds contributed by members of these associations, bear interest at variable rates and are unsecured. The notes were disposed of on 
Aug. 31, 2000 as part of the disposition of the D&R operation. 

B: Principal Repayments 


Long-term debt principal amounts are due in the following years: 


2001 $ 76.7 
2002 101.8 
2003 352.0 
2004 102.2 
2005 84.1 
2006 and thereafter 521.0 

a a Se a rc eo Oe eee ee : = : oa ss 


C: Interest 


Interest expense on long-term debt was $113.5 million (1999 - $111.1 million), of which $103.3 million (1999 - $96.0 million) 


related to continuing operations. 


D: Letters of Credit and Guarantees 


At Dec. 31, 2000, the corporation had $42.6 million in letters of credit outstanding. 


TRANSALTA UTILITIES CORPORATION 


ROTES TO CONSOLIDATED FINANCIAL STATEMENTS 


10: PREFERRED SECURITIES 


Maturity Call Date Coupon 2000 1999 
2050 2004 8.15% $ 98.0 $ = 


In 2000, the corporation issued intercompany preferred securities to TransAlta Corporation for proceeds, net of issue costs 
and related tax benefits, of $100.0 million. The preferred securities are subordinated and unsecured. The corporation may 

elect to defer coupon payments on the preferred securities and settle deferred coupon payments in either cash or preferred 
shares of the corporation. As a result, the preferred securities are classified into their respective debt (Note 9) and equity 
components. The above equity component amounts represent the present value of future coupon payments. 


The corporation may redeem the preferred securities in whole or in part on or after 2004 at a redemption price equal to 
100 per cent of the principal amount of the preferred securities plus accrued and unpaid distributions thereon to the date 


of such redemption. 


11: PREFERRED SHARES 


A: Authorized 
The authorized preferred share capital is issued in series and consists of an unlimited number of voting first and second 


preferred shares, all without nominal or par value. 


B: Issued and Outstanding - First Preferred Shares 
The first preferred shares, which are issued in series, are cumulative and redeemable at designated dates at the option 


of the corporation at their subscription price together with a premium not in excess of the annual dividend. 


2000 2000 1999 1999 
Series Subscription price ..+-+-—-—~»-~Preferred shares «=3=3=S Amount’ «=S—é<‘<‘é‘é*~*;*@ referred Shares:«=©=©~©—© Amount 
en ee Tc ag ear Ls Picea Snes 
4.50% 100 6,496 0.6 6,695 : 0.7 
5.00% 100 6,733 0.7 6,832 0.7 
5.40% 100 18 a 18 = 
7.00% 100 70,229 6.9 70,229 6.9 
7.08% 25 715,560 17.8 715,659 17.8 
7.10% 25 523,703 13.1 524,002 sep 
7.20% 25 606,899 15.2 606,999 15.2 
7.30% 100 168,020 16.8 168,792 16.9 
7.44% (1977) 100 112,292 11.3 114,991 11.5 
7.44% (1979) 100 115,814 11.6 115,864 11.6 
7.50% 100 153,376 15.3 153,429 15.3 
7.70% 100 107,450 10.9 110,950 leh 
8.40% 25 - - 5,842,787 146.1 
yh a ee — SEMA STG ar neal PEI AEE 
ii Tis oa ee 


4: All preferred shares carry one vote per share except the 7.08%, 7.10%, and 7.20% Series which are entitled to one vote for each full $100 of 
subscription price and the 7.70% Series which are non-voting unless the corporation fails to pay certain dividends. The 8.40% Series was redeemed in 2000. 
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NOTES TO CONSGLIDATED FINANCIAL STATEMENTS 


C: Redemption Privileges 
All preferred shares have a nil redemption premium except the 4.00 per cent and 4.50 per cent Series which have a 3.00 


per cent premium and the 7.00 per cent and 7.50 per cent which have a 2.00 per cent premium. 


D: Purchase Obligations 
Certain Series have annual purchase funds which are non-cumulative but require the corporation to make all reasonable 
efforts to purchase for cancellation, in the open market, preferred shares at a price not exceeding their subscription price 


plus any accrued and unpaid dividends and costs of purchase. Annual preferred share purchase obligations are as follows: 


Series Preferred shares Amount 
Se ee eens Ae e : : Ae 
7.08% 21,638 0.5 
7.10% eS ariel ; 0.4 
7.20% SSS) 0.5 
7.30% 12,000 eZ 
7.44% (1977) 9,000 0.9 
7.44% (1979) 9,000 0.9 
7.50% 5,000 0.5 
7.70% 7,800 0.8 


101,604 = $ 6.0 


12: COMMON SHARES 


A: Issued and Outstanding 


The corporation is authorized to issue an unlimited number of voting common shares without nominal or par value. 


2000 2000 1999 1999 
Common shares "Common shares —S 
(millions) Amount (millions) Amount 
pee RT e ee ee st = oe ote ee 5 en Fi : es Br Foece, 
Repurchased by the corporation (23.8) (141.2) (0.5) (3.2) 


Issued - - : 0.4 Seal 
145.7 $ 864.4 169.5 $ 1,005.6 


13: PRIOR PERIOD REGULATORY DECISIONS 


A: 1997 and 1996 Rate Adjustments Recorded in 1999 
The EUB Phase II decision regarding the corporation's rates for 1997 and 1996 was received in 1999. The EUB awarded 
an interest refund to retail customers for payment of interest on rate refunds relating to its 1997 and 1996 rate decision. 


This rate adjustment reduced 1999 pre-tax earnings from discontinued operations by $9.6 million ($5.3 million after-tax). 


Severe Saad 
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B: Final 1999 Decision Recorded in 2000 

On Feb. 1, 2000, the EUB announced an amendment to its 1999 Phase | decision concerning a 1999 revenue requirement 
issue that partially offset the effect of its original decision which was recorded in 1999. This amendment increased pre-tax 
earnings from continuing operations by $30.6 million ($16.4 million after-tax) and was recorded in the first quarter of 2000. 


This decision also included a reduction in earnings of approximately $0.8 million related to the discontinued D&R operation. 


C: TSR Settlement 

In September 2000, the corporation negotiated a settlement resulting in the receipt of $17.8 million ($9.9 million after-tax) 
under the Temporary Suspension Regulation (TSR) to compensate the corporation for obligation payments incurred as 
a result of generation production outages occurring in 1999 and 2000. Approximately $13.5 million ($7.4 million after-tax) 


of this receipt related to 1999 outages. 


14: INCOME TAXES 


A: Statements of Earnings 


I: Rate Reconciliations 


2000 1999 
Earnings from continuing operations before income taxes $ 163.0 Sa OLO 
Statutory Canadian federal and provincial income tax rate 44.62% 44.62% 
Expected taxes on income $ at $ WOT 
Increase (decrease) in income taxes resulting from: 
Resource allowance rate reduction (5.0) (23) 
Manufacturing and processing rate reduction (3.0) (1.0) 
Large corporations tax net of surtax 6.2 ou 
Non-deductible royalties 2.1 253 
Net effect of regulatory accounting 0.7 8.7 
Income tax expense $ 73.7 $ 83.6 
Effective tax rate 45.2% 49.2% 
Il: Components of Income Tax Expense 

2000 1999 
Current tax expense $ 77.8 $ 80.4 
Future income tax expense related to the origination and reversal of temporary differences (4.1) ore 


Income tax expense 


8 SAy 
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B: Balance Sheets 


Significant components of the corporation's future income tax assets and liabilities are as follows: 


2000 1999 
Future site restoration costs . $ 42.0 $ 44.6 
Other deductible temporary differences 10.0 - 
Capital assets (283.0) (98.6) 
Other taxable temporary differences (0.9) = 


$ (231.9) $ (54.0) 


Presented in the balance sheet as follows: 


2000 1999 

Assets -current i‘ié‘i‘;~S: j . $ 10.9 $ = 
- long-term 5.0 = 

Liabilities - long-term (247.8) (54.0) 


$ (231.9) $ (54.0) 


Future tax assets have not been recognized for the following items: 


Expiry Date 2000 1999 
Unused tax loss carry-forwards 2016 $ = $ 6.7 


C: Regulated Operations 
The following unrecognized amounts relating to the corporation's regulated operations would have been recorded had these 


operations been non-rate-regulated. 


2000 1999 
Balance sheet - unrecognized future income tax assets (liabilities) $ 21.2 $ (88.9) 
Net earnings - unrecognized future income tax recovery $ 110.1 $ 7.4 


15: EMPLOYEE FUTURE BENEFITS 


A: Description 

The corporation has a registered pension plan with defined benefit and defined contribution options and a supplemental 
defined benefit plan covering substantially all employees of the corporation. The defined benefit option of the registered 
pension plan ceased for new employees on June 30, 1998. The latest actuarial valuations of the registered and supple- 


mental pension plans were as at Aug. 31, 2000. 


The corporation provides other health and dental benefits to the age of 65 for both disabled members (other post-employ- 


ment benefits) and retired members (other post-retirement benefits). The latest actuarial valuation of these other plans 
was as at Dec. 31, 1998. 


B: Expense 

Dec. 31, 2000 

Current service cost . 

Interest cost 

Expected return on plan assets 

Curtailment as a result of other post employment plan changes 
Settlement upon sale of D&R operation 

Amortization of net transition (asset) obligation 

Defined benefit (income) expense 

Defined contribution option expense of registered pension plan 
Income before Capitalization 

Regulatory capitalization to plant and equipment 

Net expense 


Decr3t, 1999 

Current service cost 

Interest cost 

Expected return on plan assets 

Amortization of net transition (asset) obligation 

Defined benefit (income) expense 

Defined contribution option expense of registered pension plan 
Income before capitalization ji 
Regulatory capitalization to plant and equipment 

= oom uh cette 3 


Net amount related to continuing operations for 2000 was income of $2. 4 million (1999 - income of $1.3 million). 


C: Status of Plans 

Deci si. 2000 

Fair value of plan assets 

Accrued benefit obligation 

Funded status - plan surplus (deficit)? 
Amounts not yet recognized in financial statements: 
Unamortized transition (asset) obligation 
Unamortized net actuarial losses (gains) 
Total recognized in financial statements: 
Accrued liability 

Amortization period in years (EARSL) 


Decusd 999 

Fair value of plan assets 

Accrued benefit obligation 

Funded status , plan surplus (deficit) 

Amounts not yet recognized in financial statements: 
Unamortized transition (asset) obligation 
Unamortized net actuarial gains 

Total recognized in financial statements: 

Accrued liability 

Amortization period in years (EARSL) 


Registered 
19.6 
(27.2) 
13.9 
(9.1) 
$ (0.3) 
Registered 
$ 2.9 
18.9 
(28.1) 
(9.6) 
$ (45.9) - 


Registered 
SMES O2Ee 
287.3 


104.9 


(89.7) 
(B29) 


ea Oe 
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Registered 
$ 408.1 
DUDS 
128.8 


(104.2) 
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Supplemental 


0.7 
1.4 


Supplemental 


$ 


$ 


0.8 
dS, 
0.3 
2.4 


Supplemental 


$ 


23.9 
(23.9) 


4.1 
al 


see Pe 
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Supplemental 


$ 


oe 


$ (3.5) 


0 


gs 
(19.3) 


4.5 
oO) 


(17.4) 


15 


$ 


$ 


$ 


$ 


$ 


$ 


Total 
3.5 
21.6 
(27.2) 
(2.0) 
12.7 
(8.8) 
(0.2) 


1; Management intends to utilize the surplus in the registered defined benefit plan to fund benefits paid under both the registered defined contribution 


plan and the supplemental defined benefit plan. 
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D: Reconciliation of Plan Assets 


Registered Supplemental Other Total 
Fair value of plan assets on Dec. 31, 1998 $ 416.7 $ —= $ i ne . $ 416.7 
Contributions = = = - 
Transfers to defined contribution option (10.1) - - (10.1) 
Business combination Dee - - BD 
Benefits paid (24.4) - - (24.4) 
Actual return on plan assets* PBT - - PANT 
Fair value of plan assets at Dec. 31, 1999 408.1 - | - 408.1 
Contributions - - - - 
Transfers to defined contribution option (9.8) - - (9.8) 
Settlement upon sale of D&R operation (29.5) - - (29.5) 
Benefits paid (23.7) - - (23.7) 
Actual return on plan assets* 47.1 - - 47.1 
Fair value of plan assets at Dec. 31, 2000 $ 3922 § a 8 = 8 ee 


*net of expenses 
Plan assets include common shares of the corporation having a fair value of $0.9 million at Dec. 31, 2000 (1999 - $0.6 
million). The corporation charged the registered plan $0.1 million (1999 - $0.1 million) for administrative services 


provided for the year ended Dec. 31, 2000. 


E: Reconciliation of Accrued Benefit Obligations 


Registered Supplemental Other Total 
Accrued benefit obligation as at Dec. 31,1998 __ $ 3100 $0) 200 $$) 105 | mesmeerom 
Current service cost 2.9 0.8 0.4 “Nl 
Interest cost 18.9 43 0.6 20.8 
Benefits paid (23.3) (a4) (0.8) (2522) 
Business combination Paes - = 2a 
Actuarial gains (32.3) (2.6) (0.9) (35.8) 
eee A ae ee i Bes St bodies eer Ps i iene Pate Setto Zz : Beso ee é a rates Aa eee . — 
Current service cost 2.5 0.7 0.3 3.5 
Interest cost 19.6 1.4 0.6 21.6 
Benefits paid (22.7) (1.1) (0.9) (24.7) 
Curtailment as a result of other post employment plan changes - - (2.0) (2.0) 
Settlement upon sale of D&R operation (11.0) ~ (1.2) (12.2) 
Actuarial gains 19.6 3.6 0.2 23.4 


oe benefit Se MeNe: : NTL Sere one ere chon. aEscry A Ae <a: 
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The significant actuarial assumptions adopted in measuring the corporation's accrued benefit obligations were as follows: 


Dec. 31, 2000 Registered Supplemental Other 
Liability discount rate 7.0% 7.0% 7.0% 
Expected long-term rate of return on plan assets 7.0% - = 
Rate of compensation increase (exclusive of promotion increases) 3.5% 3.5% - 
Health care cost escalation - - 7.0%* 
Dental care cost escalation - - 3.5% 
Provincial health care premium escalation - ~ 2.5% 
Dec. 31, 1999 Registered Supplemental Other 
Liability discount rate 7.3% 7.3% 7.3% 
Expected long-term rate of return on plan assets 7.0% = = 
Rate of compensation increase (exclusive of promotion increases) : 3.5% 3.5% = 
Health care cost escalation - - Oven 
Dental care cost escalation ~ - 3.5% 
Provincial health care premium escalation - - 2.5% 


*for five years, and five per cent thereafter 


16: FINANCIAL RISK MANAGEMENT 
A: Interest Rate Risk Management 


The corporation has fixed the interest rates on 86 per cent (1999 - 96 per cent) of its debt through fixed rate borrowings. 


B: Fair Value of Long-term Debt 


The fair value of the corporation's fixed interest long-term debt changes as interest rates change, with details as follows: 


2000 2000 1999 1999 
Carrying Amount Fair Value Carrying Amount Fair Value 
Long-term debt $ 1,237.8 $ 1,260.4 SeAGAii2e3 RS dl fetish. 6} 


C: Credit Risk Management 

The corporation actively manages its exposure to credit risk by performing an assessment of the ability of each counterparty 
to fulfill its obligations under the related contracts prior to entering into such contracts. Generation and Transmission 
receivables totalling $194.7 million at Dec. 31, 2000, of which $77.9 million were long-term, related to the regulated 


Alberta market, but credit risk was mitigated through the regulated recovery of credit losses through customer rates. 


17: RELATED PARTY TRANSACTIONS 

During the year, the corporation engaged in related party transactions with its parent company, TransAlta Corporation, with 
a wholly-owned subsidiary of the parent company, TransAlta Energy Corporation and with TransAlta Energy Marketing Corp., 
a wholly-owned subsidiary of TransAlta Energy Corporation. These transactions were recorded at their exchange amounts 


and settled under commercial terms. 
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A: Transactions 
2000 1999 


Operations, maintenance and administrative expenses (income) 


TransAlta Corporation - administrative services $ ges} 85 ale 
TransAlta Energy Corporation - management fees $ (11.0) $ (4.3) 
TransAlta Energy Corporation - EPC revenue S$ (3.6) $ (24.7) 
TransAlta Energy Marketing Corp. - energy trading and financial risk management services $ 2.4 $ 4.14 
Interest expense 
TransAlta Corporation S$ 22.6 $ 4.1 
B: Balances 
The amounts due from (to) related entities, exclusive of related party debt (Notes 8 and 9), were as follows: 

2000 1999 
Accounts receivable (payable) 
TransAlta Corporation $ (5.4) $ (16.6) 
TransAlta Energy Corporation $ 13.4 $ 24.6 
TransAlta Energy Marketing Corp. $ (10.2) Cy) (Gall s}} 


These balances are due on demand and have arisen from the provision of the services referred to above. 


18: LONG-TERM SALES COMMITMENTS 
Commencing Jan. 1, 2001, generation assets are subject to long-term PPAs for the remaining life of each plant or unit. These 
PPAs set a production requirement and availability target to be supplied by each plant or unit and the price at which each 


megawatt-hour will be supplied to the customer. 


19: OTHER CONTINGENCIES 

In August 2000, a single thermal generating unit was shut down due to safety concerns related to possible corrosion fatigue 

cracks within the waterwall tubing of its boiler. Consequently, subject to further study of the extent of the repairs required, 
the unit is not expected to return to service until mid-2001. The corporation filed for relief of approximately $18 million of 

obligation payments occurring from the date of shut down to the end of 2000 and the corporation will record such relief 


upon receipt of a regulatory decision. 


Commencing Jan. 1, 2001, the unit is subject to the terms of a PPA. Under the PPA's force majeure article, the corporation 
is not obligated to supply electricity during the period of repair, subject to confirmation by the administrator of the PPAs. 
Should such confirmation not occur, the corporation may be obligated to make penalty payments to the PPA buyer for 
electricity not supplied. No amount has been accrued in these financial statements for this potential liability as neither 


the outcome nor amount was determinable at the reporting date. 


20: COMPARATIVE FIGURES 


Certain of the comparative figures have been reclassified to conform with the current year's presentation. 


ANNUAL GENERAL MEETING 


The Annual General Meeting will be held 
at 10 a.m. on Thursday, May 3, 2001 at 
the Hotel Macdonald, 10065-100 Street, 
Edmonton, Alberta 


TRANSFER AGENT 

CIBC Mellon Trust Company 

P.O. Box 7010, Adelaide Street Station 
Toronto, Ontario M5C 2W9 


PHONE 
1.800.387.0825 toll free in North America 


OR 


416.813.4600 in Toronto or outside 
North America 


FAX 
416.813.4555 


WEB SITE 


www.cibcmellon.ca 


VOTING RIGHTS 


All preferred shares carry one vote per share 
except the 7.08%, 7.10% and 7.20% Series 
which are entitled to one vote for each full 
$100 of subscription price, and the 7.70% 
Series which are non-voting unless the 
corporation fails to pay certain dividends. 


SECURITY RATING 


The Canadian Bond Rating Service and the 
Dominion Bond Rating Service have rated 
TransAlta’s preferred shares P-1 and 
Pfd-1 (Low) respectively. 


REDEMPTION 

All series of preferred shares are currently 
redeemable at the option of TransAlta as a 
whole or in part. 

Redemption will be made at the subscription 
price plus accrued and unpaid dividends up 
to the redemption date. 
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SPECIAL SERVICES FOR REGISTERED SHAREHOLDERS 
Service Description 


Direct deposit for dividend payments Automatically have dividend payments 
deposited to your bank account. 


Account consolidations Eliminate costly duplicate mailings by 
consolidating account registrations. 


Address changes and share transfers Receive tax slips and dividends without 
the delays resulting from address and 
ownership changes. 


To use these services please contact our transfer agent. 


FIRST PREFERRED SHARES 


Outstanding at Annual 
Series Ticker Exchange Dec. 31, 2000 dividend 
4.00% TAU.Pr.C TSE RS OD $4.00 
4.50% TAU.Pr.D TSE 6,496 $4.50 
5.00% TAU.Pr.E iSE 65733 $5.00 
5.40% TAU.Pr.F WSE 18 $5.40 
7.00% TAU.Pr.G SE 70,229 $7.00 
7.08% TAU.Pr.W TSE 715,560 Sani 
7.10% TAU.Pr.X TSE 523,703 $1.78 
7.20% TAU.Pr.V SE 606,899 $1.80 
7.30% TAU.Pr.L CDNX 168,020 $7.30 
7.44% (1977) TAU.Pr.K CDNX 112,292 $7.44 
7.44% (1979) TAU.Pr.M CDNX el Saat $7.44 
7.50% TAU.Pr.H TSE ASS} SHAS) $7.50 
7.10% TAU.Pr.N CDNX 107,450 $7.70 
TSE - Toronto Stock Exchange 
CDNX - Canadian Venture Exchange 
IMPORTANT DIVIDEND DATES 
PAYMENT DATE RECORD DATE EX-DIVIDEND DATE 
April 1, 2001 Mar. 1, 2001 Feb. 27, 2001 
July 1, 2001 Jwaxss a, Zoo May 30, 2001 
Oct. 1, 2001 Sept. 1, 2001 Aug. 29, 2001 
Janda 2002 Decade 200m Nov 28, 2001 


April 1, 2002 Mar. 1, 2002 Feb 27, 2002 


Dividends are paid on the first of the month in January, April, July and October. When a dividend 
payment date falls on a weekend or holiday the payment is made on the following business day. 
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BOARD OF 


LAWRENCE 1. BELL : Director since 1992 and 
resident of Vancouver, BC. He is vice chairman of Shato 
Holdings Ltd., and chairman of White Spot Limited, a subsidiary 
of Shato Holdings. Mr. Bell is a board member of BC Gas, 
Trans Mountain Pipe Line Company Ltd., Canadian Hunter, 
Interfor, and Miramar Mining. He is the chair of the board 
of governors for the University of British Columbia. Mr. Bell 
was chairman and chief executive officer of B.C. Hydro and 
Power Authority. 


STANLEY J. BRIGHT : Director since 1999 and 
resident of Vero Beach, FL. Mr. Bright is a director of Mid- 
American Energy Holdings Company and Infrastnx Group, Inc. 


RODERICK S. DEANE : Director since May 2000 
and resident of Wellington, New Zealand. Dr. Deane is chair- 
man of Telecom Corporation of New Zealand Limited, Fletcher 
Challenge Limited, eVentures NZ Ltd., and ANZ Banking 
Group Limited (New Zealand). Dr. Deane is a director of the 
ANZ Banking Group Limited (Melbourne) and a director of 
Woolworths Limited. He is also a professor of economics and 
management at Victoria University (Wellington). Dr. Deane 
was previously chief executive of the Electricity Corporation 
of New Zealand Limited. 


JACK C. DONALD : Director since 1993 and 

resident of Red Deer, AB. He is president and chief executive 
officer of Parkland Industries Ltd. Mr. Donald is also vice- 
president and director of Brandt Industries Ltd., chairman 
and director of the Canadian Western Bank and Canadian 
Western Trust, and a director of the Canadian Petroleum 
Products Institute and Ensign Resource Services Group. 


JOHN T. FERGUSON : Director since 1981 and 
resident of Edmonton, AB. He was appointed chair of the board 
in 1998. Mr. Ferguson is chairman, founder and a director of 
Princeton Developments Ltd. He is also a director of the Royal 
Bank of Canada, RBC Insurance Inc. and Suncor Energy Inc. 
He is a director of the C.D. Howe Institute, a director of the 
Canadian Institute for Advanced Research, and a member of 
the World Presidents’ Organization. Most recently, Mr. Ferguson 
was appointed chancellor of the board of governors of the 
University of Alberta. 


CHRISTOPHER HAMPSON : Director since 
1994 and resident of London, England. He is chairman of 
RMC Group pic. and British Biotech pic. Mr. Hampson is 
also a non-executive director of the Lattice Group plc., the 
SNC-Lavalin Group Inc. and vice-president of the Combined 
Heat and Power Association in England. Mr. Hampson is 
former chairman of Yorkshire Electricity Group plc., and a 
former director of Imperial Chemical Industries plc. (IC/). 


CHARLES H. HANTHO : Director since 1992 and 
resident of Toronto, ON. He is chairman of Dofasco Inc., 
Camco Inc. and Hamilton Utilities Corporation. Mr. Hantho is 
also a director of Inco Limited and Telemedia Corp. He is 
chairman of York University Development Corporation and a 
member of the Order of Canada. 


LOUIS D. HYNDMAN : Director since 1986 and 
resident of Edmonton, AB. He is a senior partner of the law 
firm Field Atkinson Perraton. Mr. Hyndman is a director of 
Enbridge Inc., Melcor Developments, Oxford Properties 
Canada Ltd. and TD Meloche Monnex Inc. He held several 
ministerial appointments before serving as Provincial Treasurer 
of Alberta from 1979 to 1986. Mr. Hyndman is a member of 
the Order of Canada and a trustee of the Alberta Heritage 
Foundation for Medical Research. 


DONNA SOBLE KAUFMAN : Director since 1989 
and resident of Toronto, ON. She was formerly chairman and 
chief executive officer of Selkirk Communications Limited, and 
was a partner of the law firm Stikeman, Elliott for several 
years. Mrs. Kaufman is now a full time corporate director. She 
is a director of BCE Inc., Bell Canada International Inc., Bell 

Globemedia Inc., Hudson's Bay Company, Public Sector Pension 
Investment Board and HISTORICA. Mrs. Kaufman is a governor 
of the Council for Canadian Unity and of the Baycrest Centre 
for Geriatric Care. 


JOHN S. LANE ® Director since 1993 and resident 
of Toronto, ON. He is chairman of SLC Asset Management 
and a director of AFP Cuprum S.A., McLean Budden, the 
Teachers' Pension Plan Board of Ontario and the Canadian 
Friends of the British Museum. Mr. Lane was formerly senior 
vice-president, Investments, Sun Life Assurance Company 
of Canada. 


J. WALLACE MADILL : Director since 1978 and 
resident of Calgary, AB. He served as chief executive officer 
of the Alberta Wheat Pool for 20 years and is president of J. 
Wallace Madill and Associates. Mr. Madill is a director of Fording 
Coal Limited, past president of the Calgary Chamber of 
Commerce and a former board member of the Calgary 
Foundation. Mr. Madill is scheduled to retire at the 2001 
Annual General Meeting. 


STEPHEN G. SNYDER : Director since 1996 and 
resident of Calgary, AB. He is president and chief executive 
officer of TransAlta Corporation and a member of the board 
of directors of Canadian Hunter Exploration, CIBC, the 
Conference Board of Canada and the Canadian Electrical 
Association. Mr. Snyder is also a member of the Business 
Council on National Issues and chair of the 2001 Calgary 
United Way Campaign. 


RALPH A. THRALL, JR. : Director since 1981 
and resident of Lethbridge, AB. He is president of Mcintyre 
Ranching Co. Ltd. Mr. Thrall is also a member of the Kainai 
Chieftainship and the Board of Regents of Augustana 
University College. 


CORPORATE GOVERNANCE : TransAlta Utilities’ board of directors are experienced business leaders representing varied geographical 
and professional backgrounds including finance, business and public service. On behalf of TransAlta Utilities’ shareholders, the board of directors 
is responsible for the stewardship of the corporation, establishing overall policies and standards and reviewing strategic plans. During 2000, 
the directors met on 14 occasions including one special meeting devoted exclusively to corporate strategy and direction. Twelve of the 13 board 

members are independent of management. The board has established two permanent committees for the continuous review of the principle 

risks to the corporation and monitoring the systems for managing these risks. All committee members are independent of management. 


TRANSALTA UTILITIES OFFICERS : 


John T. Ferguson 
CHAIR OF 
THE BOARD 


Stephen G. Snyder 
CHIEF EXECUTIVE 
OFFICER 


lan A. Bourne 
EXECUTIVE 
VICE-PRESIDENT & 
CHIEF FINANCIAL 
OFFICER 


James F. Dinning 
EXECUTIVE 
VICE-PRESIDENT, 
SUSTAINABLE 
DEVELOPMENT & 
EXTERNAL RELATIONS 


James W. Kemp 
EXECUTIVE 
VICE-PRESIDENT, 
INDEPENDENT POWER 
PROJECTS 


Murray A. Nelson 
EXECUTIVE 
VICE-PRESIDENT, 
GENERATION 


Ken S. Stickland 
EXECUTIVE 
VICE-PRESIDENT, 
LEGAL 


Robert Boguski 
VICE-PRESIDENT, 
SUPPLY CHAIN 
MANAGEMENT 


Alister Cowan 
VICE-PRESIDENT & 
COMPTROLLER 


Raymond M. Gollmer 
VICE-PRESIDENT & 
CHIEF INFORMATION 
OFFICER 


Robert J. D. Page 
VICE-PRESIDENT, 
SUSTAINABLE 
DEVELOPMENT 


Scott Thon 
VICE-PRESIDENT, 
TRANSMISSION 


Marvin J. Waiand 
VICE-PRESIDENT & 
TREASURER 


Richard W. Way 
VICE-PRESIDENT, 
REGULATORY 
AFFAIRS 


Elizabeth J. Osler 
CORPORATE 
SECRETARY 


Frank Hawkins 
ASSISTANT 
TREASURER 


AUDIT & ENVIRONMENT COMMITTEE : The committee is responsible for reviewing and inquiring into matters affecting financial 
reporting, risks inherent in the business and environmental regulation of the corporation's activities. This committee met seven times in 2000. 
Committee Chair: J.W. Madill. Members: L.|. Bell, S.J. Bright, J.T. Ferguson, C. Hampson, D.S. Kaufman and J.S. Lane. 


HUMAN RESOURCES COMMITTEE 
directors of TransAlta Utilities’ parent company, TransAlta Corporation. TransAlta Corporation has guidelines about significant corporate 
governance issues that are available upon request. 


: Human Resources matters are reviewed by a committee established by the board of 


NOMINATING & CORPORATE GOVERNANCE COMMITTEE : The committee is responsible for the composition and 
compensation of the board of directors and for developing the company's approach to governance issues. This committee met five 
times in 2000. Committee Chair: D.S. Kaufman. Members: L.|. Bell, J.T. Ferguson, C.H. Hantho, L.D. Hyndman and J.S. Lane. 


2000/2001 CHANGES : Dr. Roderick S. Deane was appointed to the board of directors in May 2000. Alister Cowan, Peter Korth, 
Scott Thon and Elizabeth J. Osler were appointed officers of TransAlta Utilities in 2000. T.A. Bertsch, R.D. Hallett and L.G. Letourneau 
resigned as officers of TransAlta Utilities in 2000. J. Tapics, an officer of TransAlta Utilities, left in 2000. In 2001, Robert Boguski, 
Frank Hawkins, James W. Kemp and Ken S. Stickland were appointed officers of TransAlta Utilities. Peter Korth resigned as an officer 
of TransAlta Utilities in 2001 and Toby Austin, an officer of TransAlta Utilities, left in 2001. P 
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Need additional information? 
Requests can be directed to: 


PHONE FAX 
1.800.387.3598 toll-free in 403.267.2590 
Canada and the United States 


Investor Relations 
TransAlta Corporation 
P.O. Box 1900, Station “M” 


E-MAIL 
a ; Seabee Sie) OR investor_relations@transalta.com 
aleel 403. 267.2520 in Calgary papa 


or outside North America 
www.transalta.com 


*The TransAlta design and TransAlta wordmark are 
trademarks of TransAlta Corporation. 
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